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Accountants

A. P. RICHARDSON, Editor

EDITORIAL
The governor of New York has vetoed
the so-called McGinnies bill which was
printed in the May issue of The Jour
nal of Accountancy. In explanation of his action the governor
has issued the following memorandum:

New York Account
ancy Bill Vetoed

“As the law now stands persons other than certified public accountants
are permitted to follow the business of public accountancy. While this
bill on its face appears to be liberal to the men following the business of
public accountancy, but who are not certified public accountants, by
permitting them to come in under the law by the 1st of January, 1925,
provided they have had three years’ experience in the practice of account
ancy, it nevertheless sets up accountancy in its entirety as a profession
from which young men and women in the future will be excluded unless
they either qualify in a regents’ examination or submit evidence satisfac
tory to the accountancy board of their possession of academic and pro
fessional qualifications for the practice of public accountancy. A great
many business houses, under a misapprehension undoubtedly, have
written to me about the protection which they believe should be accorded
to business in the retaining of accountants. No law is required, that I
am able to see, to give such protection. The letters ‘ C. P. A.’ after a man’s
name today indicate that he has met the standards fixed by the state, but
certainly there are other accountants who have met those standards but
who do not seek to be certified public accountants. I am opposed to the
whole question of narrowing the profession in our state to men who can sub
mit to some board or commission academic qualifications. At the hearing on
this particular bill I took occasion to say that, aside from the practice of
medicine and dentistry, we were too exacting in requirements in many of
the professions. The people are entitled to the very limit of protection
in the case of doctors. The study of medicine is a science. There is,
however, no occasion for the stringent rules and regulations now in force
for the admission to the bar. By this bill we are setting up another pro
fession and closing the door to a great many competent men and women
who could follow the calling of accountancy. All of these things start in a
liberal way, but after they get started there is always a move on foot to
tighten them up so that the profession may be narrowed down to thefew.
The present law gives us ample protection by setting up a professional
class of accountants, but leaves the field open for other people, probably
equally competent, but not admitted to the profession.”

Many arguments have been adduced

The Reasons for Veto for and against the restriction of the
profession which would have been
effected by the bill in question, but it appears that Governor
Smith has decided to express his disapproval on grounds which
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had not been considered by most of its opponents. The bulk of
criticism which was made against the bill dealt with the supposi
tion that men and women now engaged in professional practice
might be debarred from continuing their legitimate activities.
There was very little thought given to the possible undesirability
of the general principle of restriction in future. It seemed to be
thought by most of the persons who had given the bill considera
tion that the ultimate limitation of practice would be a desirable
thing. The objection lay against the time and method of apply
ing restrictive regulation. The governor takes the stand that
there should be no more restriction at any time than is now
provided by the laws of the state of New York. He feels ap
parently that anyone who desires to practise as a public ac
countant should be permitted to do so and that the designation
“certified public accountant” is to indicate only a portion of the
accounting profession. Another objection raised by opponents
of the bill was the absence from the text of any definite statement
as to the comprehensiveness of the recognition accorded to mem
bers of the profession or to those who believe that they are mem
bers of the profession prior to the date when there would have
been no further admissions except by examination. The com
missioner of education in the course of a hearing before the
governor expressed himself as favorable to the admission of
nearly everyone who could be construed as engaged in public
practice; but the bill itself was silent, and probably necessarily
silent, as to where the limit would be drawn. That was to rest
in the discretion of the board of regents. On this point the
governor did not seem to find himself out of harmony with the
bill. It is on the more fundamental question of restriction or
non-restriction that he has declined to approve a measure which
had passed both houses of the state legislature.

It is admitted that there is a difference
of opinion among members of the ac
counting profession as to the wisdom
and propriety of limiting the practice of accountancy to those
who are certified by state authorities. The New York State
Society of Certified Public Accountants officially approved the
McGinnies bill. It was endorsed by the education department
and by various commercial and professional bodies. On the other
hand there were practitioners who felt that the measure was

The Principle of
Restriction
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likely to lead to injustice, and for this reason, and also because
of the possible ambiguity in regard to limitation, they felt com
pelled to oppose passage and approval of the bill, For the time
being the movement is therefore punctuated by a period—or
perhaps only a semicolon—but it is expected that further efforts
will be made when the legislature of New York meets again to
secure enactment of a similar bill in the hope that it may become
law. On this subject the American Institute of Accountants
has expressed no opinion as it is a general policy of the national
organization not to interfere in matters of intra-state interest,
save in regard to things which make for the betterment of ac
counting conditions. The McGinnies bill was, of course, a vital
question, but it was a matter of primary importance to the
accountants of New York.

In the May issue of The Journal of
Accountancy mention was made of the
fact that the state of Maryland has
amended its C. P. A. legislation and effected fundamental changes.
The idea of restrictive legislation, which has met with a check in
New York, has been favorably considered by the legislature at
Annapolis and the bill has received the signature of the governor
of Maryland. After the usual clauses relative to the issuance of
C. P. A. certificates, the method of examination, the personnel
of the accounting board, the fees and qualifications of applicants,
the following new provisions appear:

The Maryland Law

7. Any citizen of the United States, or person who has duly declared
his intention of becoming such citizen, over the age of 21 years, and of
good, moral character, who on January 1, 1924, shall have a place for the
regular transaction of business in the state of Maryland as a practitioner
of public accounting or auditing, and whose time during the regular
business hours of the day is wholly or partly devoted to such practice, or
who shall be a member of a firm or partnership or officer of a corporation so
practising, shall be entitled to register with the state board of examiners
of public accountants on or before January 1, 1925, and each person who
shall so register shall receive from the state board of examiners a certificate
of permission to practise as a public accountant, and shall be styled and
known as a public accountant, but shall not be entitled to use any other
words, letters or designation descriptive of such title, and no other person,
firm or corporation shall assume the title of public accountant, or any
abbreviation thereof whatsoever, or any other words, letters or figures to
indicate that the person so using the same is a public accountant, except
that a firm or partnership engaged in practice in this state on January 1,
1924, may register as a firm and may practise as public accountants under
any individual or firm name; and, from time to time in the event of the
death or retirement of a member or members, the remaining member or
members, either alone or in combination with any person or persons hold
ing certificates as certified public accountant or as public accountant issued
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under the provisions of this article, may continue to practise and to use
such registered firm or partnership name, and in determining who were
practitioners of public accounting or auditing on January 1, 1924, the
state board of examiners of public accountants shall include any citizen
of the United States or person who has duly declared his intention of
becoming such citizen, over the age of 21 years, of good moral character,
and who has been employed by a practising certified public accountant or
practising public accountant for two years immediately preceding January
1, 1924, in a position of not less than a grade of accountant-in-charge, or
who being also a resident of the state of Maryland shall have been employed
by the bureau of internal revenue of the treasury department of the
United States government, in a position of not less than that of internal
revenue agent or inspector, or in a similar position involving exclusively
accounting work, for two years immediately preceding January 1,1924, or
who on January 1, 1924, shall have been employed by the state of Mary
land as auditor, accountant, and/or insurance examiner in charge of ac
counting work, or who for two years immediately preceding such date
has continuously served or been engaged in more than one of these capac
ities, including practice as an individual or as a member of a firm or
partnership engaged in practice as a public accountant.
8. No person shall hereafter be permitted to practise or hold himself out
to the public as an accountant or auditor either by using or subscribing
his own name or the name of any other person or firm, unless and until he
shall have received from the governor of Maryland a certificate as certified
public accountant, or unless and until he shall have received from the
state board of examiners of public accountants a certificate as public
accountant, and no corporation shall hereafter be permitted to practise or
hold itself out to the public as an accountant or auditor; provided, however,
that nothing in this article shall be construed as altering, abridging or in
any way affecting the rights or powers heretofore granted any corporation
by special act of the legislature of this state.
9. Nothing contained in this article shall be construed to prevent any
person from serving as an accountant or auditor in the employ or under
the supervision of any certified public accountant of this state or in the
employ or under the supervision of any public accountant of this state who
has been certified or registered, respectively, under the provisions of this
article, and nothing contained in this article shall be construed to prevent
any accountant of any other state of the United States or the District of
Columbia, or any territory or dependency of the United States, or any for
eign country or nation from accepting employment as an accountant in any
case which may involve the work of such accountant anywhere within this
state, provided that this section shall not be construed as permitting such
accountant to establish an office for the practice of public accounting or
auditing in this state without first complying with the other requirements
of this act.

It will be noted that no attempt is made
Practice Not Defined in the law to write a clear definition of
what is a public accountant. The as
sumption is that when any breach of the law is reported it will
rest with the state authorities to decide whether the accused is
or is not engaged in public practice. The New York law at
tempted a definition of public practice following somewhat the
definitions which appear in a few of the other state laws. If
there can be any feeling of assurance that the courts will fairly
interpret the expression “public accountant” it is probably
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preferable that a definition be avoided. The danger is that cases
on the border line between practice and what is not practice
would not be uniformly decided by different courts, and for that
reason a definition has much to commend it, although no
definition is likely to be entirely adequate.

What seems to us an unfortunate pro

A Doubtful Provision vision is contained in clause 10 of the
law which reads as follows: “Nothing
contained in this article shall be construed as applying to or in
any way regulating the practice as tax advisors of persons, firms
or corporations so holding themselves out to the public.” This
clause is doubtless intended to protect lawyers from restrictive
effects of the law. It appears, however, to open the way for that
unfortunately large class of people who describe themselves as
tax experts. It seems that the law as enacted would permit a
man to hold himself out to the public as a tax advisor without
any restriction, whereas an accountant whose work was wholly
connected with tax practice would be forbidden to engage in
his vocation unless he disclaimed all appearance of being an
accountant.

Privileged
Communications

In many ways the most interesting fea
ture of the Maryland law is that found
in clause 11 which reads as follows:

ii. Except by express permission of the person employing him, or of the
heirs, personal representatives or successors of such person, a certified
public accountant, or public accountant, or person employed by a certified
public accountant or public accountant shall not be required to, and shall
not voluntarily, disclose or divulge the contents of any communication
made to him by any person employing him to examine, audit or report on
any books, records or accounts, nor divulge any information derived from
such books, records or accounts in rendering professional service. Pro
vided that nothing in this section shall be taken or construed as modifying,
changing or affecting the criminal laws of this state or the bankruptcy laws.

Here at last is a law which will meet the wishes of many account
ants. It has been said for many years that an accountant labors
under a disadvantage because all his books, records and accounts
are subject to subpoena. The Maryland law expressly extends
the confidential privilege to the records and information in the
possession of accountants with the exception of matters which
would affect the criminal or bankruptcy laws. A good deal of
loose talk has been heard on the subject of the general desirability
of privileged communications in the case of accountancy. Some
456
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of the arguments in favor of the establishment of such a status
have not been characterized by anything much more substantial
than a natural desire to refuse information. There is, however,
much to be said in favor of protecting the relations which exist
between an accountant and a client, and it will be interesting to
watch the developments which may occur in Maryland under
this new and unique provision.
The attention of readers is directed to
an announcement appearing in the
advertising pages of this issue concern
ing a new or rather an enlarged publication under the auspices of
the Institute. From the time of reorganization in 1916 it has
been the custom to issue each month to the members of the In
stitute a small confidential bulletin which contained the shortest
possible summary of the activities of the Institute. The original
intention to increase this monthly synopsis into a more compre
hensive report was postponed, but it has always been in mind
that with the growth of the Institute it would soon become neces
sary to provide members and associates and also the general
public with a more intimate, personal history of current events in
accountancy than is compatible with either a small confidential
bulletin or with The Journal of Accountancy. The Journal
is a firmly established review of accounting principles: person
alities and local affairs are somewhat out of place in its pages
unless the matters be of far-reaching effect. There is, however,
a great need for a frequent publication of accounting news and it
is right and proper that the Institute should father such a ven
ture. Accordingly on the 15th of May the first issue of the
bulletin of the Institute in its new form was published. This
first edition consisted of 16 pages of news items, court decisions,
laws, etc., which are of interest to the accounting profession in the.
Institute and out of it. There is little attempt at editorial com
ment. It is simply a recitation of news, or in other words it is
really a monthly newspaper. The bulletin will appear about the
middle of each month with the possible exceptions of July and
August. The number of pages, of course, will depend upon the
amount of matter to be reported, but it is expected that the size
will run from eight to sixteen pages and in exceptional cases it
may be necessary to produce an even greater number. The
bulletin is to be distributed gratis to all members and associates

An Addition to the
Family
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of the Institute. Otherwise it will be obtainable at fifteen cents
a copy. It is expected that those who feel an interest in the course
of accounting progress will prefer to subscribe annually to the
bulletin and a price of one dollar a year has been fixed. The
bulletin is to supplement and not in any way to compete with
The Journal of Accountancy, and it seems likely that most of
the readers of The Journal will take advantage of the opportu
nity to secure both a review of accountancy and a news vehicle at
a combined price of five dollars a year. The bulletin is the
youngest member of the publication family of the Institute
and The Journal wishes its little brother long life and
prosperity.
One of the most justly merited criti
Concerning
cisms
of the Institute is on its excessive
Reticence
modesty. Many of the things which
have been done for the betterment of the profession have been
unaccompanied by the sound of trumpets. A conservative is
naturally reluctant to stand upon the housetops and proclaim
his virtues and deeds. As an illustration, reference may be
made to the spread of C. P. A. legislation throughout the United
States and its dependencies. Probably many people are un
aware of the fact that it is to the Institute and its predecessor
that most of the accountancy laws are due. It is to the Institute
that the approach to a uniform standard of accounting examina
tions is attributable. It is to the Institute that the suppression
of spurious certificates is due. And we might go on almost in
definitely in the same strain. But people, and unfortunately
some of the members of the Institute themselves, have not taken
the trouble to inform themselves as to the facts. Consequently
it appears that there is reason for a newspaper which will calmly
and as completely as possible tell the progress of affairs so far
as it can be told without jeopardizing the accomplishment of
matters during their development.

While on the subject of what the In
stitute has done and has not done it is
of interest to receive a copy of the St.
Paul Dispatch containing a letter written by Julius J. Anderson
of the state board of accountancy of Minnesota. An allegation
had been made by a correspondent of the Dispatch which attrib
uted whatever dissatisfaction may have been felt in regard to
458
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the New York C. P. A. law to the difficulty of the examinations
of the American Institute of Accountants. Of course, those who
are familiar with the facts will be amused by this statement, but
it is more or less in line with opinions of many people who fail to
inform themselves of the truth. Mr. Anderson’s answer is so
clear and emphatic that it is worthy of reproduction:
“To the Editor of the Dispatch:
“An article appearing in the Mail-Bag column of your issue of April 10
in reference to ‘accountant legislation' has just been called to my atten
tion. The writer of that article who designates himself ‘P. A., St. Paul,’
displays such gross ignorance of the facts about which he attempts to
write that it hardly seems necessary to respond to it, and yet there may be
some among the unsuspecting public who would be misled by his erroneous
statements. In referring to the law which has recently been passed by
the state of New York for the regulation of the practice of public account
ing he states, among other things, that 'the occasion for the bill arises
because of the fact that a large number of successful public accountants
have not qualified under the present New York law. This is probably due
to the steadily increasing difficulty of the examinations which are prepared
by a small committee of the American Institute of Accountants. Candi
dates have found that the examinations are too long to be properly worked
out in the time limits allowed, and as they consist very largely of trick
problems are considered by many as not a fair test of public accounting
ability.’ In the first place, the examination questions referred to have
never been used in the state of New York. For that reason this bill could
not have arisen for the reasons which he states. In the second place, Mr.
P. A. places his own individual judgment above that of more than thirty
state boards of accountancy which have adopted the uniform examination
questions under a plan of cooperation with the board of examiners of the
American Institute of Accountants, which plan, in the opinion of leading
accountants in all parts of the country, has done more to bring about
uniform standards than any other move which has been made in the history
of the profession. Furthermore, there are hundreds of candidates in these
various states who are passing each examination, which would seem to be
a fair indication that they must contain something besides ‘ trick’ prob
lems. The Minnesota state board has been using the Institute examina
tion questions during the past five years. In all that time there has not
appeared a single so-called trick question. It is to be regretted that
‘P. A.’ did not properly inform himself as to the facts before breaking into
print with unwarranted criticism.”

One of the accountants in New England
Dangers of Condensed
has a motto on his desk which reads,
Statements
“Never condense a balance-sheet to a
point where it would better help to sell a business or more effec
tively discourage expectancy of profit distribution.” In other
words this accountant believes that a condensed balance-sheet
should be as clear an exhibition of fact as is the complete balancesheet from which it is derived. Many cases have recently arisen
in which the whole question of condensed balance-sheets and their
possible misinterpretation has been involved, and it seems that
the profession must take some action in order to protect the
459
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public from the utterance of reports which may be absolutely
accurate but are not sufficiently explicit to indicate the whole
truth and nothing but the truth. The balance-sheet may be
prepared primarily for the officers and directors of a corporation
or for the managers of a business, but it is also prepared for
every stockholder in an incorporated company and ultimately
for every member of the investing public. It is all very well to
say that a balance-sheet reports the truth and that an account
ant would be able to discern true value from a study of it, but
it is not sufficient if the facts are presented so as to be understood
only by one skilled in accounts. The truth must appear so that
he who runs may read and understand. In an ideal state of
affairs there would be no condensed balance-sheet but everything
would be explained in full detail and in simple language. How
ever, we do not live in Utopia. In these days of hurry it is not
possible to give full consideration to minute detail, so the con
densed balance-sheet has arisen as a necessary evil. Recognizing
it as having evil possibilities it is apparently the duty of the
accounting profession to see that the public be protected as com
pletely as may be from any evil effect. What seems to us a
particularly pernicious form of telling the truth is a condensed
balance-sheet bearing a certificate qualified by reference to some
detailed statement which is not available to every reader of the
balance-sheet. If a certificate indicates that the public balancesheet represents the true condition of affairs subject to exceptions
appearing in a detailed report, the average reader will probably
accept the statement as meaning that matters of small impor
tance, having no vital effect upon financial condition or prospects
and considered so insignificant as to be unworthy of mention in a
balance-sheet, may be found if one will take the trouble to look
in a detailed essay presented for the consideration of the adminis
trative officers of the corporation. In other words the important
facts are in the balance-sheet; minute details are not. This is
what the reader is entitled to assume. Yet there have been many
balance-sheets, whose authors maintained that they were ab
solutely accurate, which have borne certificates qualified by
reference to other reports and by this means have grossly misled
the public. One of the rules of professional conduct of the
American Institute of Accountants has this as well as some other
potential wrongs in mind when it says:
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“The preparation and certification of exhibits, statements, schedules
or other forms of accountancy work, containing an essential misstatement
of fact or omission therefrom of such a fact as would amount to an es
sential misstatement or a failure to put prospective investors on notice in
respect of an essential or material fact not specifically shown in the balancesheet itself shall be, ipso facto, cause for expulsion or for such other disci
pline as the council may impose, upon proper presentation of proof that
such misstatement was either wilful or the result of such gross negligence
as to be inexcusable.”

The accountant who hides behind such a qualification as that
which we have suggested may flatter himself that he has told
the truth. In point of fact he may have lied abominably.

In the April issue of The Journal of
Accountancy, in the course of edi
torial comment, the expression ap
peared: “There is no law inhibiting the giving of legal advice for
a fee. The regulation of legal practice concerns the right to
appear before courts but does not extend to the giving of advice.”
This assertion was made with every expectation of arousing
protest. It was our thought that the statement was correct and
that in most of the states it would be almost impossible to pre
vent, let us say, the village cobbler from expounding the law for
the benefit of his customers and accepting payment for benefits
received from the result of such exposition. However, we have
received a letter which we are glad to publish containing a legal
opinion in regard to the truth of our statement so far as it con
cerns New York:

Legal Advice and
Legal Practice

“Referring to your editorial on restrictive legislation appearing on
page 278 of the April issue, I note the statement of your belief ‘that there
is no law inhibiting the giving of legal advice for a fee. The regulation
of legal practice concerns the right to appear before courts but does not
extend to the giving of advice.’ The interpretation and construction of
section 270 of the penal law prohibiting the practice of law by those not
duly licensed as attorneys at law was considered by our court of appeals
in People vs. Alfani, 227 N. Y. 334. The court of appeals in that case
cited with approval the various definitions of law practice as adopted by
the courts of other states and expressed the opinion that the practice of
law includes not only the handling of litigation and appearance in court,
but also ‘all advice to clients and all action taken for them in matters
connected with the law.’ They cite with approval, Eley vs. Miller, 7 Ind.
App. 527, 535: ‘ But in a larger sense it includes legal advice and counsel
and the preparation of legal instruments and contracts by which legal
rights are secured, although such matter may or may not be depending
in a court.’ We beg to call your attention specifically to the fact that the
court expressly rejected the opinion expressed in a dissenting memoran
dum in the same case, that the prohibition extended only to the practising
or appearing as an attorney at law in the courts mentioned in the statute.
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To the same effect are Barr vs. Cardell, 173 Iowa, 18, 31. Savings Bank vs.
Ward, 100 U. S. 195. See also People vs. Schreiber, 250 Ill. 345 and People
vs. Taylor, 56 Colo. 441.
“ Very truly yours,
“Meyer Kurz,
“ Certified Public Accountant.”

Upon receipt of this letter it was re
ferred to the counsel of the American
Institute of Accountants for an ex
pression of his opinion and we are glad to publish Judge Coving
ton’s reply herewith:

Further Opinion

“Your letter of April 4 concerning the article in the last issue of The
Journal of Accountancy has been received, and I have read carefully
your statement as follows: ‘We believe that there is no law inhibiting
the giving of legal advice for a fee. The regulation of legal practice con
cerns the right to appear before courts but does not extend to the giving
of advice.” That expression does not accord with the general view of the
courts as to the ‘practice of the law.” In some of the states there are
explicit provisions in the statutes defining legal practice, but even where
the statute simply provides qualifications for admission to the bar the
‘ practice of the law' covers a much wider field of action than appearance
for clients before the courts. I am bound to say that the expression ‘ all
advice to clients and all action taken for them in matters connected with
the law’ cited by your correspondent to you from the case of People vs.
Alfani, 227 N. Y. 334, is a statement of general application concerning
what is ‘practising law.’ In Rule Case Law, Vol. 2, p. 938, the text reads:
‘According to the generally understood definition of the practice of law
in this country, it embraces the preparation of pleadings and other papers
incident to actions and special proceedings, and the management of such
actions and pleadings on behalf of clients before judges and courts, and,
in addition, conveyancing, the preparation of legal instruments of all
kinds, and, in general, all advice to clients and all action taken for them
in matters connected with the law. An attorney at law is one who en
gages in any of these branches of the practice of law.’ It is true that in a
state where there is no penal law prohibiting the practice of the law by
those not duly licensed as attorneys at law it might be difficult to punish
one, not a lawyer, for giving legal advice privately and charging for it.
It is, however, certain that such a person would have no right to recover
for his services if payment were refused. Of course there are many ques
tions which are in the twilight zone dividing accountancy, engineering
and other sciences from the law. Whether or not in a particular case the
advice given is on a problem which is in reality a legal one may often be
difficult to determine. It is, however, certain that legal practice is not
restricted to appearance before courts, and giving legal advice for a fee
is ‘practising law.’
“ Sincerely yours,
“J. Harry Covington.”

In order to stimulate the efforts of stu
Scholarships for
dents
in accounting subjects and partic
Students of Accountancy
ularly those planning to enter the
profession, the Oregon State Society of Certified Public Account
ants recently decided to offer a scholarship of twenty-five dollars
annually to each of the following bodies conducting accounting
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classes: University of Oregon, Oregon Agricultural College and
Oregon Institute of Technology. The scholarship will be
awarded by the faculty of each institution to the student deemed
most worthy and is to take the form of such books on account
ancy subjects as the winner may select. This is an excellent
plan and is reported here so that other societies may give it due
consideration. The amount of a prize is not its value. Every
student who receives an award of merit obtains an asset which
will endure throughout his life.

A correspondent writes to report that
a university somewhere has issued a
catalogue of its faculty in which appears
the name, “Adam Smith, LL.D.” Lest there should be any
uncertainty as to which member of the Smith family is intended
it is explained that this is the author of The Wealth of Nations.
We do not exactly believe this correspondent’s statement, but
we should like to do so. At any rate, it is worthy of record.
Perhaps the university is as dead as Adam Smith, who, as every
one should know, died in 1790. Our correspondent suggests
that perhaps this university has a ouija board.

Trans-Stygian
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